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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
1211 AVENUE OF THE AMERICAS. NEW YORK, NY 10036
Most of us have an uncanny knack for postponing the
INEVITABLE. WE KNOW WE HAVE TO SAVE MONEY FOR OUR RETIREMENT, 
BUT WE SIMPLY DON'T WANT TO BEGIN SAVING UNTIL TOMORROW, OR 
NEXT WEEK, OR NEXT YEAR.
Ideally, planning for retirement should be a lifelong 
ENDEAVOR. YET THE MAJORITY OF AMERICANS POSTPONE PLANNING 
UNTIL THE LAST MOMENT. PERHAPS WE AVOID THINKING ABOUT GROWING 
OLD SIMPLY BECAUSE WE DON'T WANT TO &E OLD. BUT LIKE IT OR 
NOT, OLD AGE CREEPS UP ON US BEFORE WE REALIZE IT. THEN, WE 
MUST SUDDENLY FACE WHAT WE PUT OFF 20 OR 30 YEARS AGO— AND 
THOSE WHO ARE NOT PREPARED INDEED HAVE REASON TO WORRY.
Consider these statistics. Only five percent of all Americans 
ARE FINANCIALLY INDEPENDENT AT AGE 65, ACCORDING TO THE U .S. 
Department of Commerce. The Department also found that 75 
PERCENT OF ALL RETIREES HAVE TO DEPEND ON FAMILY, FRIENDS, AND 
Social Security as their only source of income. Furthermore, 
THIS STUDY SHOWED THAT AFTER ALL THOSE YEARS OF WORKING, 
APPROXIMATELY ONE-QUARTER OF YOU WILL BE FORCED TO CONTINUE 
WORKING BEYOND RETIREMENT JUST TO MAKE ENDS MEET.
Those of you born during the baby boom era have even more cause 
for concern. The 75 million Americans born between the years 
1946 AND 1964— THE BABY BOOM ERA— WILL HAVE MUCH FEWER WORKING
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COUNTERPARTS THAN THOSE RETIRED TODAY. WHEN THE FIRST
GENERATION OF BABY BOOMERS RETIRES IN THE YEAR 2010, THERE WILL 
BE ABOUT 10 MILLION MORE RETIRED PERSONS THAN THERE ARE TODAY. 
When the last generation of boomers retires in 2030, there will 
BE ABOUT 35 MILLION MORE RETIREES THAN THERE ARE TODAY.
With more than one-fifth of the population retired at the same 
TIME, THE STANDARD OF LIVING FOR RETIREES MIGHT GET WORSE. IT 
MAY NO LONGER BE POSSIBLE FOR EACH NEW WORKING GENERATION TO 
TAKE CARE OF THE PRECEDING ONE THROUGH SOCIAL SECURITY. THIS 
MEANS THAT MANY OF YOU MAY END UP FACING FINANCIAL DIFFICULTIES 
IN YOUR RETIREMENT YEARS, ESPECIALLY IF YOU WANT TO MAINTAIN 
YOUR CURRENT LIFESTYLE.
Nevertheless, we can reduce the severity of this problem by 
EARLY RETIREMENT PLANNING. TODAY, WE WILL EXPLORE JUST WHAT 
RETIREMENT PLANNING MEANS. WE'LL TAKE A LOOK AT THE VARIOUS 
FACTORS WHICH INFLUENCE YOUR DECISION ON WHEN TO RETIRE. THEN, 
WE WILL DISCUSS HOW MUCH MONEY YOU MAY NEED FOR YOUR RETIREMENT 
years. Finally, we'll take a detailed look at the different 
SOURCES OF RETIREMENT INCOME.
The first step to planning for your RETIREMENT is deciding when 
YOU WANT TO RETIRE. MANY DIFFERENT FACTORS— PERSONAL, LEGAL, 
AND FINANCIAL IN NATURE— WILL INFLUENCE YOUR DECISION. ONE 
CONSIDERATION IN DECIDING WHEN TO RETIRE IS LIFE EXPECTANCIES. 
Currently, the average life expectancy is nearly 80. However, 
BECAUSE OF ADVANCED TECHNOLOGY, THE CENSUS BUREAU EXPECTS THE
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PERCENTAGES OF THOSE AGE 85 OR OLDER TO DOUBLE WITHIN  
APPROXIMATELY 40 YEARS. THIS DRASTIC INCREASE MEANS MANY MORE 
PEOPLE WILL NEED RETIREMENT INCOME FOR POSSIBLY 20 TO 30 YEARS.
Federal law plays a major role on retirement age as well. For 
THE LAST FEW YEARS, MANDATORY RETIREMENT IN MOST FIELDS HAS 
BEEN PROHIBITED BEFORE AGE 70. IN ANY CASE, YOU CAN STILL 
RECEIVE FULL SOCIAL SECURITY RETIREMENT BENEFITS UPON TURNING 
AGE 65 AS LONG AS YOU WERE BORN IN OR BEFORE THE YEAR 1937. IF 
SO, YOU HAVE THREE OPTIONS:
• Retire between 62 and 65 on a reduced benefit;
• Retire at 65 on a full benefit;
• Continue working and get a bonus for each year
OF work past your 65th birthday up to age 70.
The law was changed in 1983 to slowly raise the age at which
WORKERS CAN RETIRE TO 67 YEARS OLD. THUS, IF YOU WERE BORN
BETWEEN THE YEARS 1938 AND 1960, THE AGE AT WHICH YOU CAN 
RETIRE WITH FULL BENEFITS GRADUALLY RISES EVERY YEAR UNTIL IT 
hits age 67. Those born after 1960 can retire with full Social 
Security benefits at age 67.
ANOTHER FACTOR WHICH WILL INFLUENCE YOUR DECISION ON WHEN TO 
RETIRE IS YOUR EMPLOYER'S PENSION PLAN. THE IMPORTANT THING TO 
KEEP IN MIND HERE IS THAT THE BENEFIT MAY BE SIGNIFICANTLY 
REDUCED, OR COMPLETELY ELIMINATED, IF YOU ARE NOT WITH THE 
COMPANY LONG ENOUGH TO BE ENTITLED TO YOUR FULL BENEFITS— OR 
WHAT'S KNOWN AS FULLY VESTED. SO, IF YOUR EMPLOYER'S PENSION
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PLAN SPECIFIES THAT YOU MUST BE WITH THE COMPANY SEVEN YEARS 
BEFORE YOU BECOME FULLY VESTED AND YOU'VE ONLY BEEN WITH THE 
COMPANY FOR FIVE, IT MAY BE WORTHWHILE FOR YOU TO STICK AROUND 
ANOTHER TWO YEARS. YOU MAY ONLY BE PARTIALLY VESTED IN FIVE 
YEARS, AND THUS ONLY ENTITLED TO A PORTION OF YOUR ACCRUED
BENEFIT.
AFTER DECIDING WHEN TO RETIRE, YOU CAN BEGIN ESTIMATING HOW 
MUCH MONEY YOU'LL ACTUALLY NEED FOR EACH YEAR OF RETIREMENT.
THE TOTAL AMOUNT YOU WILL NEED ULTIMATELY DEPENDS ON THREE 
FACTORS— NAMELY, THE NUMBER OF YEARS YOU PLAN TO BE RETIRED;
THE LIFESTYLE YOU WOULD LIKE DURING THOSE YEARS; AND THE RATE
OF INFLATION BETWEEN NOW AND THE DAY YOU RETIRE.
HOW MUCH YOU'LL NEED FOR RETIREMENT IS MUCH EASIER TO ESTIMATE 
IF YOU'RE CLOSER TO RETIREMENT, BUT IT IS IMPORTANT TO GET A 
ROUGH ESTIMATE EVEN IF YOU'RE 20 OR 30 YEARS AWAY. FOR THE 
AVERAGE PERSON, A COMFORTABLE POST-RETIREMENT INCOME AMOUNTS TO 
AT LEAST TWO-THIRDS OF THEIR INCOME BEFORE RETIREMENT. EVEN 
SO, THREE-QUARTERS PROVIDES A MORE COMFORTABLE MARGIN, TAKING 
INFLATION INTO CONSIDERATION.
A GOOD RULE OF THUMB IS TO ASSUME THAT YOU ARE PRESENTLY AT 
RETIREMENT AGE. USING YOUR CURRENT BUDGET AS A STARTING POINT, 
WRITE DOWN EXPENSES IN EVERY CATEGORY THAT IS APPROPRIATE TO 
YOUR LIFESTYLE. THEN DETERMINE HOW THOSE EXPENSES WILL CHANGE 
WITH RETIREMENT. FOR EXAMPLE:
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• Wo r k -r e l a t e d e x p e n s e s— l un c h e s o u t , c l o t h i n g , 
TRANSPORTATION, WORK FUNCTIONS AND ANY OTHERS YOU CAN
THINK OF— WILL BE ELIMINATED.
• YOU WILL SPEND LESS ON TAXES SINCE SOME OF YOUR INCOME IS 
TAX-FREE (INCLUDING AT LEAST HALF OF YOUR SOCIAL 
Security), and the rest is taxed at a lower rate.
• Hopefully, your mortgage will be paid off, so your
HOUSING COST WILL BE LESS.
However, you may incur additional costs for health care, unless 
YOU MANAGE TO CONTINUE MAINTAINING YOUR PRESENT HEALTH 
INSURANCE. Also, since you will have more free time, you may 
NEED MORE MONEY TO PURSUE A HOBBY. TRAVEL, OR ENTERTAIN FAMILY 
AND FRIENDS.
Whether your lifestyle expenses will increase or decrease is 
PARTLY UP TO YOU. EITHER WAY, IT IS CRUCIAL TO FORECAST YOUR 
EXPENDITURES AS REALISTICALLY AND AS ACCURATELY AS POSSIBLE. 
That is, if you want your retirement budget to be of any use.
A FEW POINTS NEED TO BE MADE REGARDING INFLATION SINCE IT HAS A 
MAJOR IMPACT ON HOW MUCH MONEY YOU WILL NEED. ANYONE LIVING ON 
A FIXED INCOME MUST GIVE SERIOUS THOUGHT TO THE DECREASING 
VALUE OF THE DOLLAR. TO BE SAFE, MOST EXPERTS RECOMMEND 
ASSUMING A FOUR TO SEVEN PERCENT ANNUAL INFLATION RATE FACTOR. 
Economists feel this level is a reasonable estimate for the 
NEXT 10 TO 20 YEARS. AT ANY RATE, IT IS ADVISABLE TO 
PERIODICALLY RECALCULATE HOW MUCH YOU WILL NEED AS YOU GET 
CLOSER TO RETIREMENT.
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NOW YOU HAVE SOME IDEA OF WHAT'S INVOLVED IN FIGURING OUT HOW 
MUCH MONEY YOU WILL NEED TO RETIRE. THE NEXT STEP IS TO 
DETERMINE THE AMOUNT OF SAVINGS YOU WILL HAVE ACCUMULATED AT 
RETIREMENT, AND WHAT YOUR ANTICIPATED INCOME WILL BE. THIS 
MEANS NOT ONLY ADDING UP YOUR SOURCES OF RETIREMENT INCOME (AND 
YOUR SPOUSE'S), BUT FULLY UNDERSTANDING THEM AS WELL.
WE WILL TAKE A DETAILED LOOK AT THESE SOURCES INDIVIDUALLY, 
EXPLORING SOME OF THEIR ADVANTAGES AND/OR DISADVANTAGES. IF  
ANYONE HAS QUESTIONS, PLEASE JOT THEM DOWN AND I 'L L  BE HAPPY TO 
ANSWER THEM AT THE END OF THE PRESENTATION.
There are four main sources of retirement income to take into 
account. These are:
• One— Social Security
• Two— Employer Pension Plans
• Three— Personal retirement savings accounts, such as
IRAs, 401(k) and Keogh Plans, and
• Four— Your own investment holdings, such as
ANNUITIES, MUNICIPAL BONDS, AND EE SAVINGS BONDS.
Let's start with Social Security, or the deduction that appears 
ON YOUR PAYCHECK AS FICA. SOCIAL SECURITY IS A FEDERAL 
GOVERNMENT INSURANCE PROGRAM FOR YOU AND YOUR FAMILY WHEN YOU 
RETIRE, BECOME SEVERELY DISABLED, OR DIE. THE SYSTEM WAS NEVER 
INTENDED TO SECURE FINANCIAL INDEPENDENCE AT RETIREMENT BY 
itself. Rather, it is the foundation on which additional 
RETIREMENT PLANS CAN BE BUILT. YET, THE U .S . DEPARTMENT OF
H e a l t h and H uman S e rv i c e s t r a g i c a l l y r e p o r t s tha t 60 per ce nt of 
THE POPULATION OVER 65 WOULD HAVE INCOMES BELOW THE POVERTY 
LEVEL IF THEY DID NOT RECEIVE SOCIAL SECURITY.
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Basically, Social Security works by taxing those currently 
WORKING TO FUND THE BENEFITS OF THOSE CURRENTLY RETIRED. 
Benefits are based on your average lifetime earnings on which 
you paid Social Security taxes. So, the more you earn, the 
MORE YOU COLLECT. THE AMOUNT OF YOUR MONTHLY CHECK ALSO 
DEPENDS ON HOW OLD YOU ARE AND WHEN YOU APPLY. WHEN FIGURING 
YOUR AVERAGE LIFETIME EARNINGS, DON'T COUNT THE LOWEST FIVE 
YEARS OF ANNUAL EARNINGS. ALSO, KEEP IN MIND THAT EARNINGS ARE 
ADJUSTED TO REFLECT WAGE LEVELS OVER YOUR WORKING CAREER.
The Social Security Administration maintains an earnings report 
ON EVERY PERSON WHO HAS A SOCIAL SECURITY NUMBER. THIS RECORD 
CONTAINS THE AMOUNT OF SOCIAL SECURITY TAXES YOU HAVE PAID AS 
WELL AS HOW MUCH YOU'VE EARNED. I RECOMMEND THAT YOU CONTACT 
YOUR LOCAL SOCIAL SECURITY OFFICE EVERY THREE YEARS TO RECEIVE 
A RECORD OF YOUR EARNINGS. SIMPLY ASK FOR THE FORM YOU NEED TO 
FILL OUT IN ORDER TO RECEIVE A COPY OF YOUR EARNINGS AND TAX 
RECORD. IF  YOU FIND THAT SOME OF YOUR EARNINGS ARE NOT 
CREDITED TO YOU. CONTACT YOUR LOCAL SOCIAL SECURITY OFFICE 
IMMEDIATELY! IN MOST CASES, THERE IS A TIME LIMIT OF THREE 
YEARS AFTER THE WAGES WERE PAID FOR CORRECTING MISTAKES.
FOR THOSE OF YOU WHO OUTLIVE YOUR SPOUSE, YOU MAY BE ABLE TO 
COUNT ON SURVIVOR BENEFITS TO SUPPLEMENT YOUR RETIREMENT 
income. Besides retirees, the survivors of deceased workers
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ARE THE SECOND LARGEST GROUP OF SOCIAL SECURITY RECIPIENTS. TO 
BE ELIGIBLE FOR SURVIVOR BENEFITS, YOU MUST BE A WIDOW OR 
WIDOWER WHO IS AGE 60 OR OLDER; AGE 50 AND DISABLED; OR ANY AGE
AND CARING FOR A CHILD WHO IS UNDER 16 OR PERMANENTLY
DISABLED. IF YOU ARE DIVORCED, YOU MAY STILL BE ELIGIBLE FOR
SURVIVORS' BENEFITS, AS LONG AS YOU WERE MARRIED TO THE
DECEASED FOR AT LEAST TEN YEARS.
TO BE FULLY AWARE OF YOUR FUTURE SOCIAL SECURITY INCOME, ASK 
YOUR LOCAL SOCIAL SECURITY OFFICE FOR AN ESTIMATE OF THE 
BENEFIT YOU WILL RECEIVE AT RETIREMENT. YOU SHOULD DO THIS 
WHEN YOU ARE WITHIN A FEW YEARS OF RETIREMENT IN ORDER TO 
RECEIVE THE MOST ACCURATE ESTIMATE POSSIBLE.
Another key source of retirement income is your employer's 
pension plan. Pensions are part of the fringe benefit package 
OFFERED TO EMPLOYEES BY MOST COMPANIES. BE AWARE THAT 
PROVISIONS VARY FROM PLAN TO PLAN. YOU SHOULD KNOW AND FULLY 
UNDERSTAND YOUR OWN PENSION PLAN. LET'S DISCUSS WHAT YOU NEED 
TO KNOW TO MAKE THE MOST OF YOUR COMPANY'S RETIREMENT PLAN.
First you should be aware of the new rules for retirement 
plans. Basically, these rules shorten the time it takes for an 
employee to become fully vested. Plans must adopt either a 
FIVE-YEAR "CLIFF" VESTING SCHEDULE, OR A SEVEN-YEAR "GRADUATED" 
VESTING SCHEDULE BEGINNING WITH 1989. WITH THE "CLIFF" PLAN, 
YOU BECOME IMMEDIATELY VESTED IN FIVE YEARS. WITH THE 
"GRADUATED" PLAN, YOU GRADUALLY BECOME VESTED OVER SEVEN YEARS, 
AT WHICH POINT YOU ARE FULLY VESTED.
One thing that all plans have in common is that they are "tax 
ADVANTAGED." THIS MEANS YOU PAY NO TAXES ON THE CONTRIBUTIONS 
YOUR EMPLOYER MAKES IN YOUR NAME UNTIL YOU WITHDRAW THE MONEY. 
Also, interest earned on the amount contributed to your plan 
WILL ACCUMULATE TAX-DEFERRED UNTIL YOU BEGIN TO COLLECT YOUR 
PENSION, WHICH IS USUALLY AT RETIREMENT. THOSE OF YOU THINKING 
ABOUT WITHDRAWING EARLY, THINK AGAIN. TAX LAW IMPOSES A 10 
PERCENT PENALTY ON EARLY WITHDRAWALS BEFORE AGE 59 AND 
ONE-HALF. IN ADDITION, THE AMOUNT YOU WITHDRAW MIGHT BE 
SUBJECT TO INCOME TAX.
PENSION PLANS COME IN TWO TYPES. ONE IS A DEFINED BENEFIT 
plan. Under this type, you receive a specified sum every year 
AFTER RETIREMENT— NO MATTER WHAT THE CONTRIBUTIONS OR HOW MUCH 
THEY EARNED. THE OTHER TYPE IS A DEFINED CONTRIBUTION PLAN. 
HERE YOUR EMPLOYER PUTS A SPECIFIC AMOUNT OF MONEY IN A 
SEPARATE ACCOUNT IN YOUR NAME. THE PENSION YOU RECEIVE WHEN 
YOU RETIRE IS BASED ON HOW MUCH WAS SET ASIDE ON YOUR BEHALF, 
AND HOW WELL THAT MONEY WAS INVESTED BY THE COMPANY. 
Profit-sharing is a defined contribution plan.
If you've moved from job to job, your pension may be too low to 
LIVE ON, OR YOU MAY NOT GET ANY AT ALL. SHREWD PLANNERS WILL 
SAFEGUARD THEMSELVES BY FUNDING SOME OF THEIR OWN RETIREMENT 
INCOME. ACCORDING TO THE SOCIAL SECURITY ADMINISTRATION, 
PENSION AND SOCIAL SECURITY BENEFITS COMBINED PROVIDE ONLY 
ABOUT 40% OF AN ANNUAL RETIREMENT INCOME OF $20,000 OR MORE.
The balance will have to come from other sources. Undoubtedly,
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YOU WILL NEED INCOME FROM PERSONAL RETIREMENT SAVINGS ACCOUNTS 
TO SUPPLEMENT YOUR PENSION AND SOCIAL SECURITY BENEFITS.
Personal retirement plans include IRAs and Keogh accounts. As 
DEFINED BY THE IR S , THEY ARE "QUALIFIED" RETIREMENT PLANS WITH 
SUPERIOR TAX BENEFITS. HOWEVER, THE AMOUNTS THAT MAY BE 
CONTRIBUTED TO THEM ARE LIMITED BY LAW.
Investing in Individual Retirement Accounts, or IRAs, is 
ENTICING AS LONG AS YOU ARE NOT COVERED BY ANY OTHER 
EMPLOYER-SPONSORED retirement PLANS. If SUCH IS THE CASE, YOU 
MAY WRITE OFF IRA CONTRIBUTIONS OF UP TO $ 2 ,0 0 0  PER YEAR. THAT 
AMOUNT GOES UP TO $ 2 ,2 5 0  IF YOU HAVE A NON-WORKING SPOUSE. IF  
YOU ARE COVERED BY A COMPANY-SPONSORED PLAN, YOU MAY STILL 
CONTRIBUTE $ 2 ,0 0 0  TO YOUR IRA, BUT THE IRS MAY LIMIT OR NOT 
ALLOW ANY DEDUCTIONS, DEPENDING ON YOUR ADJUSTED GROSS INCOME.
IF  YOU ARE MARRIED (AND LIVE TOGETHER) AND ONE OF YOU IS 
COVERED BY A QUALIFIED PENSION PLAN, THE IRS TREATS YOU AS IF 
YOU BOTH PARTICIPATED IN THE PLAN— EVEN IF YOU FILE
SEPARATELY. WHETHER OR NOT YOU MAY DEDUCT A CONTRIBUTION WILL 
THEN DEPEND ON YOUR ADJUSTED GROSS INCOME FOR THE YEAR.
There are still benefits to IRAs even if you can't deduct 
CONTRIBUTIONS. YOU HAVE FULL CONTROL. YOU DECIDE HOW MUCH 
MONEY YOU WANT TO CONTRIBUTE, WHERE TO INVEST, AND HOW YOU WANT
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TO INVEST YOUR IRA DOLLARS. THE LAW PERMITS ALMOST COMPLETE 
FREEDOM IN INVESTING IRA FUNDS. COLLECTIBLES, SUCH AS ART 
OBJECTS, COINS, OR STAMPS, ARE AMONG THE EXCEPTIONS. BUT FOR 
THE MOST PART, YOU HAVE THE ENTIRE SCOPE OF REGULAR INVESTMENT 
VEHICLES, SUCH AS CDS OR MUTUAL FUNDS, TO CHOOSE FROM.
even if you don't qualify for deductible contributions, you 
MIGHT STILL WANT TO INVEST IN IRAS PRIMARILY BECAUSE EARNINGS 
ON THE FUNDS YOU CONTRIBUTE BUILD UP AT A MUCH FASTER 
TAX-DEFERRED RATE THAN EARNINGS ON REGULAR TAXABLE
INVESTMENTS. IN OTHER WORDS, YOU DEFER TAXES ON OTHERWISE 
TAXABLE INCOME. ON THE OTHER HAND. KEEP IN MIND THAT IF YOU 
WITHDRAW YOUR MONEY BEFORE AGE 59 AND ONE-HALF, YOU WILL HAVE 
TO PAY A PENALTY OF 10 PERCENT ON YOUR WITHDRAWAL.
AS AN ALTERNATIVE TO AN IRA. IF YOUR COMPANY HAS A 401(K) 
RETIREMENT PLAN, BY ALL MEANS ENROLL YOURSELF! WHY? BECAUSE 
WHATEVER AMOUNT YOU CONTRIBUTE TO A 401(K) IS TAKEN OFF YOUR 
TAXABLE INCOME. FOR INSTANCE, IF YOU MADE $30,000 THIS YEAR 
AND CONTRIBUTED $4,000 TO A 401(K), YOU NEED ONLY REPORT 
$26,000 ON YOUR INCOME TAX RETURN. THE MAXIMUM AMOUNT YOU CAN 
CONTRIBUTE TO A M01(K) IS ADJUSTED ANNUALLY FOR INFLATION. IN 
1988, THIS FIGURE WAS UP TO $7,313. ANY INTEREST AND DIVIDENDS 
YOU EARN ON YOUR CONTRIBUTION IS TAX-DEFERRED UNTIL YOU TAKE IT 
OUT. IN ADDITION. MANY COMPANIES MAY MATCH ALL OR AT LEAST 
SOME OF THE AMOUNT YOU PUT INTO THE ACCOUNT.
One option for those self-employed is establishing a Keogh
RETIREMENT PLAN. KEOGH PLANS ARE SPECIFICALLY FOR BUSINESS
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PEOPLE AND PROFESSIONALS WHO WORK FOR THEMSELVES. FOR EXAMPLE, 
DOCTORS, LAWYERS, ARCHITECTS, WRITERS, OR ANYONE WHO REPORTS 
EARNINGS FROM SELF-EMPLOYMENT, MAY PUT MONEY AWAY IN A KEOGH. 
Contributions to Keogh plans are deductible, and earnings 
ACCUMULATE TAX-DEFERRED. THUS YOU REDUCE YOUR TAX BILL WHILE 
BUILDING YOUR RETIREMENT NEST EGG.
Keogh plans are very similar to corporate retirement plans.
They come in two types: defined-contribution plans, and 
DEFINED-BENEFIT PLANS. IN A DEFINED-CONTRIBUTION PLAN, YOU MAY 
CONTRIBUTE UP TO APPROXIMATELY 20 PERCENT OF YOUR NET 
SELF-EMPLOYMENT EARNINGS. IN A DEFINED-BENEFIT PLAN, THE 
AMOUNT OF YOUR CONTRIBUTION DEPENDS ON YOUR AGE AND THE AMOUNT 
OF YEARS TO RETIREMENT. THOUGH KEOGHS ALLOW YOU TO PUT AWAY 
FAR MORE EACH YEAR THAN IRAS DO, YOU MIGHT BE BETTER OFF WITH 
AN IRA IF YOUR SELF-EMPLOYMENT INCOME IS SMALL. THE REASON FOR 
THIS IS SIMPLY BECAUSE IRAS ALLOW YOU TO DEDUCT 100 PERCENT OF 
YOUR EARNED INCOME UP TO $ 2 ,0 0 0 . WITH KEOGHS, YOU MAY ONLY BE 
ABLE TO DEDUCT A SMALLER PORTION.
KEOGH MONEY MAY BE USED TO PURCHASE STOCKS, BONDS. MUTUAL 
FUNDS, OR ANY OTHER REGULAR INVESTMENT VEHICLE. LIKE IRAS, YOU 
ARE RESTRICTED FROM INVESTING IN COLLECTIBLES. ALSO, IF YOU 
WITHDRAW FUNDS BEFORE AGE 59 AND ONE-HALF, YOU MUST PAY A 10 
PERCENT PENALTY ON THE AMOUNT. ASIDE FROM THESE RESTRAINTS,
YOU HAVE ALMOST COMPLETE CONTROL OVER YOUR KEOGH PLAN.
Your own investment holdings should make up part of your
RETIREMENT INCOME ALONG WITH SOCIAL SECURITY, PENSION PLANS,
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AND PERSONAL RETIREMENT SAVINGS ACCOUNTS. ESPECIALLY IF YOU 
WANT TO MAINTAIN YOUR PRESENT LIFESTYLE, TAKE THAT 
MUCH-DESERVED VACATION, OR EVEN CONTINUE DOING SIMPLE 
THINGS— LIKE BUYING GIFTS FOR YOUR GRANDCHILDREN. REMEMBER TO 
SELECT OPTIONS THAT REDUCE YOUR TAX BILL, AND ALLOW YOU TO 
ACCUMULATE SAVINGS WITH INTEREST TAX-DEFERRED. IF YOU INVEST 
IN LOW-RISK VEHICLES, YOU NORMALLY WON'T GO WRONG. SOME 
LOW-RISK INVESTMENT VEHICLES TO CHOOSE FROM INCLUDE ANNUITIES, 
MUNICIPAL BONDS, EE SAVINGS BONDS, AND CERTAIN LIFE INSURANCE 
POLICIES.
AN ANNUITY IS AN INVESTMENT THAT IS DESIGNED TO GUARANTEE FIXED 
PAYMENTS DURING RETIREMENT. YOU MIGHT WANT TO OPT FOR A JOINT 
AND SURVIVOR ANNUITY SINCE YOU GET RETIREMENT INCOME FOR AS 
LONG AS EITHER YOU OR YOUR SPOUSE LIVES.
MUNICIPAL BONDS CAN BE PURCHASED INDIVIDUALLY OR IN A MUNICIPAL 
BOND FUND. THE ADVANTAGE TO THESE BONDS IS THAT THE INTEREST 
THEY PAY IS EXEMPT FROM FEDERAL TAX. IF YOU BUY MUNICIPAL 
BONDS ISSUED BY YOUR HOME STATE, YOU CAN ALSO AVOID STATE AND 
MOST LOCAL TAXES AS WELL.
EE SAVINGS BONDS ARE THE SAFEST INVESTMENTS. YOUR YIELD IS 
GUARANTEED TO BE AT LEAST SIX PERCENT IF YOU HOLD ONTO THE BOND 
FOR AT LEAST FIVE YEARS. INTEREST IS PAID WHEN YOU CASH THE 
BOND IN AND IS EXEMPT FROM STATE AND LOCAL INCOME TAXES. ALSO, 
FEDERAL TAXES CAN BE DEFERRED UNTIL THE BOND IS REDEEMED.
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YOU SHOULD DEFINITELY INVESTIGATE DIFFERENT OPTIONS ON YOUR OWN 
TO DECIDE WHICH ARE BEST FOR YOU. NO TWO SITUATIONS ARE 
ALIKE. Take a close look at your personal financial profile. 
Review your investments, insurance, credit rating, housing 
SITUATION, AND INCOME TO DETERMINE WHAT'S MISSING. THEN 
EVALUATE ALL OPTIONS AND INVEST ACCORDINGLY.
Remember that some combination of ALL FOUR major sources of 
RETIREMENT INCOME IS ESSENTIAL FOR A SECURE AND COMFORTABLE 
RETIREMENT. I CANNOT STRESS THIS ENOUGH. YOU MUST BE ABLE TO 
count on Social Security, employer pensions, personal 
RETIREMENT SAVINGS ACCOUNTS AND YOUR OWN INVESTMENT HOLDINGS AS 
WELL.
In conclusion, set a retirement goal. Think about what you 
REALLY WANT TO DO AND HOW YOU WANT TO LIVE DURING YOUR 
RETIREMENT YEARS. THEN START PLANNING TO ACHIEVE THAT GOAL. 
Make the resolution to begin saving TODAY. While at the height 
OF your earning power, invest your money wisely and you will no 
DOUBT ENJOY YOUR RETIREMENT. REMEMBER, TIME IS OF THE 
essence. Early planning is essential to a successful 
RETIREMENT. HOWEVER, FOR THOSE OF YOU WHO HAVE ALREADY RETIRED 
OR ARE VERY CLOSE TO IT, IT'S NEVER TOO LATE. A PLAN STARTED 
LATER IN LIFE IS BETTER THAN NO PLAN AT ALL.
NOW I WOULD BE HAPPY TO TAKE ANY QUESTIONS YOU MIGHT HAVE.
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